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Town Centre Securities PLC is a property investment and
development company. We aim to maximise shareholder
returns over the long-term through the acquisition and
active management of investments and developments
with secure and improving income in good locations.

Financial Highlights

m Growth in net assets per share of 17.4%

m Property revaluation surplus of £16.4m

m 10.5% of shares repurchased at a cost of £10.4m
m Dividend per share up 10%

m Underlying basic earnings per share up by 6.2%
m Property acquisitions of £16.9m

m Property sales of £24.4m

2003 2002

Profit before tax £8.7m £11.1m
Profit before tax* - underlying  £7.8m £83m
Eamings per share — basic 9.8p 11.5p
~ diluted 9.7p 11.5p

Underlying earnings per share* — basic 8.6p 8.1p
- diluted 8.5p 8.1p

Dividends per share 5.5p 50p
Net assets per share 270p 230p
Gearing 81% 85%

*Underlying profit and earnings per share represent reported earnings per share adjusted
for exceptional profit an disposal of properties {net of taxation) and prior year taxation
adjustments to the current year tax dharge.
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“I remain confident in our ability to
improve profits and achieve progress
across our investment and
development portfolios.”

I Arnold Ziff
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Chairman’s Statement

| am pleased to report another successful year for the Group. } said last year that the Board
was confident that it could develop shareholder value and | can report that net assets
increased by £94m to £170.4m end net asset value per share increased 17.4% to 270p
per share. Incduding a sizeable development portfolio we now own properties valued at
£325m (2002: £316m).

Financial performance

The net sale of investment property and acquisition of our ewn shares for cancellation
impacts on the absolute value of profits. Profit before taxation reduced to £87m
compared to £11.1m in 2002, after exceptional profits on the disposal of property feil to
£0.9m comnpared with £2.8m last year.

Basic earnings per share are 9.8p, compared to 11.5p last year; however underlying basic
earmnings per share, which exdude exceptional profits and certain tax adjustments, grew
by 6.2% to 860 from 8.1p.

Cur increased balance sheet srength and growth in underlying eamings per share, gives us
the confidence to recommend a 10% increase in the final dividend to 3.85p (2602: 3.5p)
increasing the total dividend for the year by 10% to 5.5p (2002; 5.0p). This final dividend
will be payable on 5 January 2004 to shareholders on the register at 5 Decermnber 2003,
The total dividend cost, following this 10% increase, reduced to £3.4m (2002; £35m)
reflecting the lower number of shares in issue following the huy-back of shares
for canceliation,

For the year ended 30 June 2003, sharcholder value (calculated as the increase in net
asset value plus dividends per share} was 455p per share {(2002; 290p per share),
equating to a 19.8% (2002: 14.1%) return on opening net assets per share.

We have sold £24.4m and bought £16.9m of investment preperties. In addition we have
commenced refurbishment projedts to develop the under-utiised upper floars of high
street retail properties in Leeds and York.

We have recently received a Coundi resclution in Salisbury supporting our redevelopment
of a major foodstore and are progressing schemes at our other sites in Leeds and
Manchester. Inevitably these take a long time to come to fruition as we endeavour to
achieve the most tenefical financial outcome for sharehglders.

Tender offer

Share prices in the Real Esiate sector, nduding Town Centre Securities, generally frade at
a substantial discount to total net asset value. For this reason we have purchased shares
for cancellation over the past five years at an average price of 103p per share, This has
helped deliver increased net asset value and dividends per share to long-term
shareholders. However we recognise that this share repurchase programme has not been
readily available to all shareholders and therefcre the Board intends to recommend a
Tender Offer to buy-back seven milion shares at a price of 175p per share.
Documnentation in respect of this tender offer will be sent to sharehalders shortly.

Fwould fike to express my thanks to all my colleagues and staif for their continued hard
work. We are intent on delivering shareholder value from streng foundations in the low
inflationary market place and | remain confident in our ability to improve profits and
achievae progress across our investment and development portfolios.

I Ameld Ziff Chairman
10 September 2003

F Amald Ziff Chairman

Cpposite top right; The Eagle Building, Glasgow
Opposite bottom left: Residential, Greenhithe
Opposite bottom right: Boar Lane, Leeds
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“We have continued to focus on
our core strategic aim of delivering
shareholder value through increasing
net asset value and earnings per share.”

Edward Ziff
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Chief Executive’s Report

Operating review

We have continued to focus on our core strategic aim of delivering shareholder value
through increasing net asset value and eamings per share. The commerdal property
investment market has continued to be strong, particularly in the provinciz! retail market
which is where we are most active,

The disposal of ex growth properties and their replacement with investments that have
better future prospeds remains central to ouwr core actvities. This strategy has again
delivered uplifts in hoth incorme and capital, with the underlying growth in our portfolio
cornbined with our net rental incorme produdng a total retum, on the opening vaiue of
investment property, of 13%.

Cur net asset value per share has performed strongly throughout the year. Growth has
come from a variety of sources but it is particulary pleasing to see the result of the annual
property revaluation carried out by Jones Lang LaSalle. The £16.4m uplift (5.6%) to
£311.7m is the result of our dedision to move the guality and lot size of our portfolio
farward. The revaluation took no account of the potential uglift of up ta £6.6m resulting
from the changes to Stamp Duty announced in the budget Expressed on a per share
basis this £16.4m uplift equates to 23.4p per share {10.2%). A further 4.8p (2.1%) uplift
came from retained eamings and other recognised gains and the share buy-back
pregramme contributed 11.8p (5.1%) per share. Whilst we anticipate the purchase of
shares for cancellation to slow down in the future, this year we acquired more shares, at
a bigger discount to net asset value per share than in the previous year to the greater
benefit of existing shareholders.

Our underlying earnings per share are also higher than ever, although total profits are
constrained by the continued property disposal programme. During the year we sold
£24.4m of properties at an average yield of 7.5%, but compared with intergst charges, a
profit shortfall is inevitably created. The Board debates this process continually, as the

disposal of property in the current market is relatively easy compared to the purchase of

sound, good value property where we can add value. The surplus cash generated from
the net disposals made during this year, was therefore more effectively utilised to
purchase shares for cancellation.

Property investment

Portfolio performance

All the Group’s main cperating areas have shown capital growth. Our high street shops
{41% of the portfcho) grew by 6.4% and our shepping centres (30% of the portfolio)
apprediated by 9.2%, reflecting strong demand for regional centres such as our largest
asset, The Merrion Centre in Leeds. Having sold two smaller retail warehouses during the
year for prices in excess of the previous year's reveluation, the performance of this sector
{19% of the portfolio} at 0.3% refiected an unfavourable rent review settlement at
Greenock, which adversely affected its capital valuation. Cur offices and residential
portfalios (10% of the portfaiio) have shown capital growth of 25%, after taking into
accoynt the acquisition costs of The Eagle Building, Glasgow, purchased midway through
the finandial year.

Sales

We sold 15 praperties for £24.4m, showing a realised gain after costs of £0.85m and an
unrealised gain of £0.2m resuling from a property swap. The properties sold were mostly
smali shops in secondary towns, the sale of which continues to form part of our strategy;
furthermere two older retail warehouses were aiso sold.

Acquisitions

We acquired £16.9m of property in the year under review. Qur main acouisition was
The Eagle Building, Bothwell Street Glasgow, for £14.3m, which after Leeds is now
the second most significant city in our pertfolic. This prestigious property comprises

Edward Ziff Chief Executive Officar

Opposite top right; Buchanan Street, Glasgow
Opposite bottom left: Vicar Lane, Leeds
Opposite bottom right: KFC, Glasgow
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Chief Executive’s Report

James Crawford investment Director

Top: The Maltings, Salisbury

Middie: Coney Street, York

Bottom: The Headrow, Leeds
Opposite: The Eagle Building, Glasgow

Property revaluation Valuation Valuation
Valuation miovement Vaiuation movement

2003 02/03 2002 01/02

£000 % £000 %

Shopping centres 92,350 92 34,250 34
Retail warehouses & foodstores 58,380 03 66,515 40
Shops 128,275 6.4 135319 39
Total retail 279,005 5.9 286,084 36
Offices & residential 32,741 26 16,775 28
Total investment properties 311,746 5.6 302,859 34

Property investment (continued}

Acquisitions {continued)

70,600 sq ft of zir-conditioned offices leased to tenants including Eagle Star and various
Government departments. Onee rent reviews are settled this property will yield approximately
8 5%, with further rental and capital growth expected. A further acquisition was made of
a property adjeining our holding in Wrexham and reconfiguration is now under review.

Asset management

Cur occupancy rate of 87.5% has not been higher for many years and consequently ather
irecoverable costs, incduding bad debts, have been reduced once again. Our portfolic still
comprises 95% cf freehold properties but head rents payable have been reduced after
the sale of our leasehold investment in Stranraer. Key new letfings to tenants include
refurbished offices to Leeds City Coundl within the Merrion Centre and refail units in
Redcar and Glasgow.

Rent reviews of approximately 12% of the portfolio showed aggregate growth of 16.5%
on the previous rents and the like for fike growth in income fram the investment portfolio
was 2.5%. Once again we have seen strong rental growth from retail properties in major
dity centres, with particularly good rent review results from core holdings on Lands Lane,
Leads, Shandwick Place, Fdinburgh and King Street, Manchester.

Following conversion of surplus upper floars to residential use, County House in central
Leeds is now fully let and further conversions at Lendai, York and Thornton's Chambers,
Leeds are in progress, these conversions will geate a tofal of 22 new flats for letting.

Two blocks of six tenanted flats were acquired and rescld during the year in Headingley,
Leeds, creating a trading profit of £0.17m,

Property develocpment

Manchester: Piccadilly Basin

The residential development sites which we sold within this large mixed use scheme are
approaching completion, setting the scene for our office and retai! developments.

1B Sports plc has signed a conditional agreement to lease for a retail store and health
club within the non-food retail element of the scheme. Discussions continue with other
interested retailers for the remaining units, following the receipt of a detailed pianning
consent for 120,000 sq ft of open A1 use.
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Chiet Executive’s Report

Property development (continued)

Manchester: Piccadilly Basin {continued)

The refurbishment of the Grade 2 listed former Rochdale Canal Office within the site, nas
now been completed. initially these offices will be used as the marketing suite for the
Piccadilly Basin development

Leeds: Whitehall Road

The site infrastructure work induding the access road and public areas to service our site
s now under construction. Detziled discussions with potential tenants have continued and
provided sufficient confidence far us to lodge a detailed planning apphcation for a high
spedfication 125,000 sq ft office building.

Leeds: Union Street

The centre of Leeds has for a long time lacked a large scale, moderm refail development,
We have been working with the adjoining owners, induding Leeds City Counci, to plan
a fully integrated scheme. The princple of the enlarged development, comprising
1,000,000 sq ft, has received Coundil backing and the forthcoming year should see further
progress in defivering this major scheme.

Salisbury: The Maltings

Following support from the Commission for Architecture and the Buit Environment, we
have, since the year end, received a Counail resolution to grant detailed planning consent
far a 75,000 sq ft foodstore for J Sainsbury Plc

Kings Lynn: Pierpoint Retail Park
B&Q have entered into an agreement to lease for our propased 55,000 sq ft store on this
site, subject to planning consent.

Leeds: York Place
We have obtained a detailed planning censent to redevelap this investrnent property into
18,000 sg ft of offices, 24 apartments and basement parking.

Financial review

Operating performance

Turnover for the year to 30 June 2003 ingreased 2.7% to £246m {2002: £23.9m). Profit
hefore tax exduding exceplional prefits, was £7.8m (2002: £83m). Reported pre-tax
prefit, which indudes the exceptional prefit on the disposal of investment praperties, was
£8.7m (2002: £11.1m). This reduction is due to lower exceptional prafits (£1.9m) and
higher managerment expenses (£0.5m).

Though the levei of underlying post tax crofits are slightly lower at £5.7m (2002: £6.0m),
ihe reduction in the weighted average number of shares in issue resuited in underlying
basic earnings per share increasing by 6.2% to 85p (2002: 8.1p). Basic earnings per share
reduced to 9.8p {2002 11.5p per share).

After the revaluation of the investment property portfolio, relained earmings and the
purchase of shares for canceflation, net assets mcreased £9.4m 1o £170.4m, with net
assets per share up 17.4% to 270p (2002; 230p}. The “triple” net asset value per share
after taking into account the fair value adjustment on fong-term debt and capital gains tax
on the disposal of all properties is 219p (2002: 189p).

Dividends

The Directors prapose an ingeased finai dividend of 3.85p per share (2002: 3.5p), making
a total dividend for the year of 55p per share (2002 5.0p}, an inaease of 10%,
The increased dividend is covered 1.66 times by underlying eamings (2002: 1.70 times)
and the dividend cost has reduced to £3.4m (2002: £3.5m).

Richard Lewis Development Director

Top: KFC, Glasgow

Middle; Artist's impression of Fider House, Manchester
Bottom: Residential, Vicar Lane, Leeds

Opposite: The Merrion Centre, Leeds
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Chief Executive’s Report

John Sutdiffe Finance Director

Financial review (continued)

Financing and gearing

Net interest costs increased by 4.1% to £113m (2002: £10.9m). Interest cover before
profits on disposal of properties was 1.68 times (2002: 1.76 times), reflecting the Group's
strong underlying finandial position.

Year end borrowings were £137.9m (2002: £137.0m), with gearing comfortably inside
agreed fadlities at 80.9% {2002; 85.1%). Of tetal gearing, long-term fixed interest debt
constitutes 63% and the remainder is at floating rates. The mortgage debenture, with
interest payable at a rate of 10.5%, matures in 2021. Total borrowings compared to total
property assets stood at 42,4% (2002: 43.3%),

Taxation

The Group's tax charge of £2.2m represents an overall tax rate of 253% and comprises
corporation tax for the current year of £1.4m and current year deferred tax of £0.9m,
offset by a net prior year release of tax provisions of £0.1m.

Cash flow

At 30 June 2003 total borrowings had increased by £0.9m on the previous year. Sales of
properties realised £14.6m offset by property acquisitions of £5.9m. These values are net
of the £10.9m of property transferred as part of the acquisition of The Eagle Building.
The cash outflow to purchase our own shares for canceliation was £10.4m. We continue
to work well within our comemitted fadlities and have completed negotiations to renew a
five year fadlity with one of our key lending partners,

Performance benchmarking and total returns

The Company's annualised total shareholder retum from 5 Aprit 1999 (being the date on
which the Company initiated its fong standing buy-back programme} to 3 Septernber 2003
was 27.8%.

The HSBC Property Perspectives report of July 2003, ranked Town Centre Securities PLC
seventh out of 62 companies reviewed in terms of total retumns over the last three years.
interestingly the report shows that we have outperformed direct properyy, the
stockmarket as a whole and the Real Estate sector index over three, five and ten years.
Our focus on shareholder value has therefore delivered better returns than both the
respective UK equity and property indicas. For the year ended 30 lune 2003, sharehalder
value calculated as the increase in net asset value per share plus dividends per share was
455p (2002: 29.0p), equating to 2 16.8% (2002: 14.1%¢) return on cpening net assets.

Through active management of the investment and development portfclio, we will strive
to grow value for all shareholders.

Edward Ziff Chief Executive
10 September 2003
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Ten Year Record

Net assets
Properties Investments Borrowings Net assets per share
£000 £000 £000 £000 Pence
2003 324,271 1,788 137,931 170,406 270
2002 315,147 1,693 136,956 160,987 230
2001 287,480 1,486 118513 153,292 206
2000 308,757 1,364 132120 1730865 177
1959 323,168 1,082 134433 181,170 154
1998 306,044 4,078 121,883 175,806 142
1997 283,408 13,164 118524 173452 141
1996 259,708 11,416 103,841 156,760 127
1895 241,636 10,558 89,648 156,764 128
1994 226698 8,860 74,288 155,080 127
Underlying Earnings per share
Gross profit Dividends
revenue before tax per share Reported Underlying
£000 £000 Pence Pence Pence
2003 24,591 7817 5.5 9.8 8.6
2002 73936 8,279 5.0 115 81
2001 37,988 78N 475 173 7.1
2000 36,012 10,593 45 86 74
1999 31,105 11,023 43 83 69
1998 2934 10,968 41 48 6.8
1997 27574 10,564 40 89 6.6
1996 24177 9,867 37 6.3 6.2
1695 21,965 9300 34 6.7 51
1994 26,003 8,697 32 57 48
Notes:
1. Oividend per share, arnings per share and net assets per share have been restated
t0 take account of the bonus issue of shares in 1994 and reorganisation of share
capital in 1998
2. Underlying profit before tax and underlying earnings per share have been adjusted
to exdude exceptional profits on dispasal of investment properties and priar year
tax adjustments.
3. The resuits for the year ended 3G June 2001 have been restated for FRS 19 “Deferred Tax™
Town Centre Securities PLC Annual Report and Accounts 2003 i1
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Property Portfolio

Opposite: WH Smith, Leeds

Principal properties

Shopping centres

Leeds The Merrion Centre

An island site which comprises a covered shopping centre, multistorey car park, hotel and office
development. Majar tenants indude Leeds City Council and Marrisons,

Salisbury The Maltings
The scheme comprises a supermarket, 24 retail units, public house, flats and car park. The prindipal tenant

is Sainsburys.

Retail warehouses and food stores

Derby Kingsway Retail Park

The property comprises a prominent retail unit adjoining a food store and non-food retail park. The property
is let to Currys.

Glasgow 363/381 Byres Road & 9/19 Grosvenor Lane
The premises form a supermarket and multistorey car park let to Safeways.
Greenock Waterfront Retail Park

The property comprises a retail warehouse develepment of seven units with an cpen A1 non-food
planning consent and a fast food restaurant. Tenants indude Currys, Halfords, Comet and Carpetright

Kings Lynn Pierpoint Retail Park
The property camprises a retail warehouse park forming four units with an open A1 non-food planning
consent. The tenants are Homebase, DFS, Powerhouse and Comet

Rochdale Central Retail Park
The property forms & mid 1580’ retail park leased to Poundstretcher, Focus, Halfords, MFl and a new
development let to Matalan. The park benefits from an cpen A1 non-foed planning consent.

Stockton Portrack Retail Park, Portrack Lane
The property comprises two terraces of retail warehousing, each divided inte three units. Tenants indude
Staples, Harveys and The Sofa Company.

Offices and show homes

Glasgow 33 Bothwell Street

The property comnprises a modern office block on six storeys with a basement floor providing 12 car parking
spaces, it enjoys a prominent city centre site, Tenants include Starbucks, Tumer Townsend, Bovis Lend Lease
and Tods Murray.

Glasgow The Eagle Building, 215 Bothwell Street

The property comprises a modemn fully air conditioned office building providing cpen plan office
accommodation over eleven storeys with twao basement flecors providing 33 car parking spaces. Tenants
indude Zurich insurance, Eagle Star Insurance and the Secretary of State for the Environment,

London Ingress Park, Greenhythe, Kent
The property comprises six terrace houses, two duplex apartments, and two apartments. The tenant is Crest
Nicholsen Residential (South East).

London Pereshaw, Worple Road, Isleworth
The property comprises four houses, one detached, two end terraces and a mid terrace. The tenant is Crest
Nicholson Residential (South).

London Lidbury Square, Mill Hill
The property comprises five houses, ranging from a five bedroem detached house to a two pedrcom mid
terrace. The current tenant is Crest Nicholson Residential (Eastern).

Nottingham Phoenix House, Colliers Way
The property comprises a modern fully air conditioned office building on two floors prominently situated on
a leading husiness park; there are 89 car parking spaces. The property is let to a computer saftware company,

Tenure

FH

L/H

FH

F/H

F

FH

F/H

F/H

F/H

F/H

FH

FH

F/H

F/H
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Area sq ft

500,000

87,000

20,000

32,000

77,000

66,000

143,000

65,000

26,841

69,212

N/A

N/A

N/A

17,180
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Property Portfolio

o

Opposite: Waterstones, Leeds

High street shops Tenure Area sq ft
Blackpool 6/24 Abingdon Street & Abingdon Street Market F/H 29,000
The property comprises three shop units with offices above and a long established covered market. Tenants

indude Specsavers, John Waddington Cards and Lloyds Pharmacy.

Blackpool 18/22 Victoria Street F/H 8,000
The property forms a two storey shop development let to Arcadia Group Flc.
Crewe 60/66a Market Street & 1 Earle Street FH 13,000

The property comprises a parade of eight shops. Tenants include Orange, Select, Claire’s Accesseries and
Dolland and Aitchinson.

Edinburgh 1/23, 35/47 & 63/65 Shandwick Place F/H 24,000
The property comprises a series of period buildings, forming refail premises with offices above Tenants
indude Aer Lingus, C&) Clark, Newcastle Building Socety and Costa Coffee.

Glasgow 101/107 Buchanan Street F/H 10,500
The property provides retal accommodation on basement, ground and first floors with andillary
accommedation above The fenants are Dune and Black and Lizars.

Glasgow Empire House, West Nile, 59 Sauchiehall & 108/112 Renfield Street FH 69,000
The property forms an island site comprising nine retail units with four floars of offices above, Tenants
incdude Starbucks, Halifax, Laing the Jeweller, Gold Group intemational and Pizza Hut

Huddersfield ~ 31/35 New Street & 1/20 Market Avenue /H 19,000
The property comprises twa shop premisas, an arcade forming 12 retail units and offices. Tenants indude
Orange, Stylo Barratt and Cheltenham & Gloucester.

Leeds 93/97 Albion Street FrH 21,500
The property comprises a single retail unit on the ground and two upper floors let in its entirety to Waterstones.
Leeds 50/54 Albion Street & 35 Albion Place F/H 18,000

The property forms a Grade 2 listed building currently occupied as two retail prermises together with upper parts,
and a basement wine bar. The property is leased to Austin Reed, Game Retall and West Midlands Tavems.

Leeds 5/7 Lands Lane & 30/34 Albion Place F/H 25,000
A retail unit on ground and three upper floors together with an adjcining three storey period office property.
The property is leased ta WH Smith and Pertemps Group.

Leeds 24/29 Boar Lane FH 18,000
The property forms two retall units with andllary parts and flats above. The principai tenants are Yates and
Simply Internet.

Leeds 55/69 The Headrow & 38 Lands Lane F/H 14,000
A three storey building with basement comprising six shop units with two floors of offices above. Tenants
indude Jacgues Vert and Whittards.

Leeds 76/82 Vicar Lane F/H 39,000
The property comgrises a five storey building prindpally used for retail purposes. The main tenants are
Flannels and Fired Earth.

Manchester 34/36 King Street F/H4 6,800
The property forms a retail unit on basernent and ground flocrs with anciltary office accommadation above.
The property is letin its entirety to Planet

Wrexham 26, 28/31 Hope Street, 3A/3B & 5 Priory Street F/H 25,000
The premises comprise five retail units on ground and upper floars. Tenants indude Dixons and C&J Clark.
York 50/52A Coney Street & 4/6 Market Street F/H 11,000

The property comprises four retail units with andillary accommadation ahove on a prominent comer position.
The tenants are T Mobile, Milletts and Fraser Hart.

York 2/8 Pavement & 5/9 Piccadilly FH 14,000
The property comprises two retail premises on ground and twa upper flocrs let to Lioyds TSB and Odedbins,
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Board of Directors

From left to right: Clive Lewis, John Sutcliffe,
James Crawford, | Ameld Ziff, Richard Lews,
Rebin Smith, Edward Ziff.

Executive Chairman

i Arnold Ziff OBE LLD, age 75, founded the Company in 1859 and has remained
Chairman since that date. He was aiso Chairman of Stylo PLC until his refirement in 2000.
His past directorships include Halifax plc, Leeds Permanent Buiiding Society and he was a
Non-executive Director on the regional board of Lloyds Bank plc.

Executive Directors

Edward Ziff, age 43, joined the Company in 1980. He was appeinted to the Board in
1985 and has served as Managing Director since 1993. In February 2001 he was
appointed Chief Executive Officer,

James Crawford MRICS, age 41, joined the Company in 1994 and was appointed to the
Board in 1896. He is a chartered surveyor who previously worked in private practice,
He has respensibility for all property investment, portfolio management and health and
safety matters.

Richard Lewis FRICS, age 48, joined the Comgany in Aprii 2000 and was appointed to
the Board in February 2001 as Director responsible for the Graup's property development
activities and envircnmental matters. He is a chartered surveyor and previously worked for
First Group plc.

John Sutdiffe ACA, age 44, jcined the Board in May 2002 when he was appointed
Finance Director. He is a chartered accountant and previously werked as Finance Director for
Abbeycrest Plc. He is responsible for alf finandial, treasury and company secretarial matters.

Non-executive Directors

Clive Lewis Hon D Litt FRICS, age 67, joined the Company in 1994. A past President of the
Roya! Institution of Chartered Surveyors, he also serves as a Non-executive Director of Freeport
PLC and was, untit July 2002, the Chairman of the Bank of England property forum.

Robin Smith TD LL.B DL, age 60, joined the Company i 1999, A former senicr partner of
DLA and past President of the Leeds Law Sodiety, he also serves as a Non-executive Director
of Leeds and Holbeck Building Society and is the Yorkshire Regicnal Chairman of Coutts & Co.
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Company Advisers

Bankers

Lloyds TSB Bank pic

The Royal Bank of Scotland
Yorkshire Bank plc

Brokers
Deutsche Bank AG London

Trustees to mortgage
debenture holders
Capita IRG Trustees

Auditors
PricewaterhouseCoopers LLF

Registered office

Town Centre House
The Merrion Centre
Leeds LS2 BLY

Registered number
623364 England

Solicitors
DLA

Financial advisers
KPMG Corporate Finance

Valuers
Jjones Lang LaSalfe

Corporate public relations
Weber Shandwick Square Mile

Registrar and transfer office
Northern Registrars Limited
Northern House, Woodsome Park
Fenay Bridge, Huddersfield HDE OLA
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Directors’ Report

The Directors have pleasure in presenting the Annual Report and Accounts for the year ended 30 June 2003, A review of the
performance of the Groug and its results for the year togather wilh its future prospects is contasined on pages 1 to 15, which should be
read in conjunction with this report.

Principal activities
The prindpal adtivities of the Company and its subsidiary undertakings (the Group) during the finandial year remained those of groperty
investment, development and trading.

Results for the year and dividends
The resuits are set cut in the Consolidated Profit and Loss Account on page 28.

An interim dividend of 1.65p per share was paid on 30 June 2003 and the Directors now recommend the payment of a finat ordinary
dividend of 3.85p per share.

Fixed assets
Details of movements in fixed assets are set out in Notes 11 and 12 to the Accounts.

Properties held for trading and develapment are valued at cost or at Directors’ previous valuation. Certain residential and other sundry
assets were revalued by the Directors at £6,141,000 {2002; £30,000 excluding the residential portfolic which was valued by FPD Savills
Internaticnal at £6,000,000). All other freehold and long leasehold investment preperties have been revalued by Jones Lang LaSalle, as
at 30 June 2003, on the basis of open market value. In arriving at the total valuation each property has been valued individually and no
allowance has been made for expenses of realisation nor for taxation which may arise in the event of disgosal.

Share capital

Curing the year the Company purchased in the market a total of 7,341,241 ordinary shares (nominal value £1,835,310) for 2 total
consideration of £10,383,202. These shares were subseqguently cancelled. This action tock advantage of stock market conditions to
enhance returns for the remaining shareholders. Detailed changes in the Company’s issued share capital during the year are set aut in
Note 18 to the Accounts.

Derivatives and other financial instruments
The Group's chiective is to maintain a balance between continuity of funding and flexibility threugh the use of overdrafts, bank oans
and debenture stock.

The Group seeks to minimise the risk of fluctuating interest rates by using long-term fixed debt to match its property ownerships and
commitments. The Board canstantly reviews its interest rate exposure and uses swaps and other instruments for hedging purposes as
it considers appropriate.

Detailed disdosure in respect of derivatives and financial instruments, in accordance with FRS 13, is set out in Note 17 to the Accounts.

Supplier payment policy

It is the Company’s policy fo agree payment terms with suppliers when entering into each transaction or series of transactions fo ensure
that suppliers are made aware of these terms and to abide by them. Creditor days at the end of the year for the Group were 13 days
(2002: 25 days), and for the Campany were 3 days (2002: 17 days).

Donations
Charitable donations during the year amounted to £22,000 (2002: £28,000), details of dcharities supported by the Group in the year are

set out on page 49. The Group has made no political contributions.

Taxation status
The Companiy is not a dose company.

Directors’ and officers’ liability insurance
The Group maintains lizbility insurance on behalf of the Directors and officers of the Group.
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Directors” Report

Subﬁtantial shareholdings
Exduding those of the Directors, the Company hed been notified of the following substantia! interests in its share capital at 31 August 2003,

No. of shares % of issued capital
Al Manning 6,074,936 967
M A Ziff 3,549,998 565

Directors

The Directors of the Cempany at the year end are shown on page 16 and their interests in the shares of the Company are disclosed in the
Directors’ Rermuneration Report on pages 22 to 26. R A Smith, T J Crawford and & A Lewis retire by rotation and offer themnselves for re-elecion
at the Annual Gererat Meeting. At no time during the year has any Director had any interest in any significant contract with the Company.

Employees
The Group encourages the involvermnent of all employees in the Group's performance through savings related share option schemes and
cther share option schemes. In all employment matters the Group maintains its cormnmitment o an equal oppoertunities policy.

Capital gains tax
For capital gains tax purposes, the adjusted March 1982 value of the ordinary shares is 24.8g, which is increased by indexation up to
30 June 2003 to 56.6p.

Environmental statement

The Group has made further progress to improve its environmental performance. it continues to develop and refine its envircnmentat
management systems and has established a monitoring programme of energy, waste and water usage across is sites. The Group now:
o Undertakes a regular review of its policy docurnentation,

e Operates a management system for implementing policy commitments and awareness;

» Sets performance targets for the reduction of resource use and waste; and

e |Initiates a performance requirement for its main contractors.

The communication of the environmental policy to all employees and tenants is vitally important and the forthcoming year will see the
production of reqular newsletters to increase awareness and promote recyding and minimisation of waste.

The Group is comrritted to complying with all legislative abligations relating to its inferaction with the environment. In the last year the
Group received no enforcement notices, neither did it face any legai action, from the relevant Environmental Agencies. The Group
encourages the developmant of energy effident buildings with reference to BREEAM standards, and wherever possible, takes into
considaration green transport plans and promates the development of mixed use schemes dose to transport inter-change nades.

Annual General Meeting

A separate netice will be issued explaining the spedal business to be considered at the Annual General Meeting an 16 December 2003
This will include renewal of the Company's authority to allot equity securities for cash other than on a pre-emptive basis to existing
shareholders and the renewal of the autharity to purchase, in the market, the Company’s cwn shares. The Directors also intend to seek
sharehoidar approval for the adoption of a new Inland Revenue Approved Share Incentive Plan, details of which will be incuded in the
notice to the meeting,

Auditors

Foliowing the conversion of PricewaterhauseCoopers to a Limited Liability Partnership {LLP), PricewaterhouseCoopers
resigned on 10 February 2003 and the Directors appointed its successar, PricewaterhouseCoopers LLP, as auditors. The auditors
PricewaterhouseCoopers LLP have expressed their willingness to continue in office and a resolution for the reagpointment of
PricewaterhouseCoopers LLP as auditors of the Company is to be propesed at the Annual General Meeting.

By order of the Board

Johan
John Sutcliffe Secretary
10 September 2003
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Corporate Governance

Statement of Directors’ responsibilities

Compgany law requires the Directors to prepare finandal statements for each finandal year that give a true and fair view of the state of
affairs of the Group and Company at the end of the year and of the prefit or loss of the Group for that period. The Directors are required
to prepare the financial statements on the going concem basis unless it is inappropriate to presume that the Company will continue
in business.

The Directors confirm that suitable accounting pelides have been used and applied consistently. They alse confirm that reasonable and
prudent judgements and estimates have been made in preparing the financial statements for the year ended 30 june 2003 and that
applicable accounting standards have been followed.

The Directors are responsible for keeping proper accounting records that disclose, with reasonabie accuracy at any time, the finandial
position of the Company and the Group and enable them to ensure that the finandial statements comply with the Companies Act 1985,
They are also responsible for safeguarding the assets of the Company and the Group end, hencg, for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Statement of compliance with the Combined Code

The Board of Directors has complied with the Cembined Code throughout the peried except for the following matters:

o Under the terms of the artides it is not currently a requirement for the Chairman and the Executive Directors to retire by rotation
as recommended by Code provision A6.2. The Executive Diractors voluntarily offer themselves for retirement by rotation;

& Inview of the size of the Board it has not been considered appropriate to establish a Nominations Committee as recommended by
Code provision A5.1. Instead the entire Beard acts as a Nominations Committee;

e The Chief Exeautive Officer has a service contract with a natice period greater than one year, which is the recommended fimit
in Code provision B.1.7;

e Following the resignation of I M Blackburn an 11 December 2002, the Board now comprises only two Non-executive Directers rather
than the three as recommended by the Code provision D3.1;

e Following the resignation of JM Blackburn on 11 December 2002, less than ane third of the Board's members are Non-executive
Directors as recommended by the Code provision D.3.1; and

¢ The Non-executive Directors de not have service contracts as recommended by the Code provision AB.1.

Board of Directors

In addition to the Chairman, the Board comprises twa Non-executive Directors and four Executive Directors. The senicr Non-executive
Director is R A Smith. The Board considers that both Non-executive Directors should be regarded as independent § M Blackburmn retired
at the last Annual General Meeting and the Board is currently seeking a replacement.

The full Board meets nine imes a year and in addition annually reviews the strategic direction of the Group. The Board manages overall
control of the Group's affairs by the schedule of matters reserved for its decsion. These indude the approval of financal statements,
business plans, all major acquisitions and disposals, risk management strategy and treasury decisions.

The Board has established & review forum which comprises certain Executive Directors and senior rmanagers who meet monthly.
The Board has delegated to the review forum responsibility for executing its strategies and polides, operational management and the
implementatior: of the systems of internal control, within agreed parameters.

There is an agreed procedure for Directors to take independent professional advice at the Company's expense  necessary in the
performance of their duties, This is in addition ta the access which every Director has to the Company Secretary.

The Board's Audit Committee is composed solely of the Non-executive Directors. It meets with the external auditors twice a year and
its duties incude the monitoring of the Group’s financial controls, the detailed review of the Annual Report and Accaunts and interim
statement before submission to the full Board and the raview of the Group's accounting polices. The Chairman, Chief Executive Officer
and Firance Director are usually invited to attend these meetings.

The Remuneraticn Committee of the Board is comprised sclely of the Non-executive Directors,

The entire Board acts as @ Nominaticns Commitiee and is responsible for the selection and approval of candidates for appointment
to the Board.
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Corporate Governance

Internal control

The Combined Code on internal control requires that the Directors review, at least annually, all controls including operational, comaliance
and risk management as well as finandial controls and report to shareholders that they have done so. The Board of Directors is
responsible for ensuring that adequate internal controls are in place to safeguard the assets and interests of the Group and Company,
and considerable impertance is placed on maintaining a strong control environment. However, any such controlf system can only give
reasonable and not absolute assurance against material rmisstaternent or loss.

Processes and procedures for identifying and managing the risks faced by the Company have been operating fully since 1 Novermnber 2000.
The Board and subsidiary Board have conducted risk assessment reviews which accord with the Tumbull Committee guidance issued

in September 1999,

The key controi procedures, which the Directors have established with a view to providing effective internai control, are as follows:

o An annual review of all business risks by the Board and the subsidiary Board, which also identifies procedures to manage and
rmitigate such risks,

# A dearly defined organisational structure with appropriate levels of authority and segregation of duties;

® A comprehensive system of finandal reporting to the Board and senior Executives based upen an annua!l budget in line with strategic
objectives. Performance is monitored and relevant action is taken throughout the year through reporting of variances from budget
and updated profit forecasts;

® Acdtive participation by the Board in treasury managernent matters. Cash flow projections are prepared maonthly on a rofling two

year basis;

e (apital expenditure and disposal proposals are appraised and monitored by the subsidiary Board on a project by project basis.
Significant acquisitions and disposals are ratified by the main Board; and

e The Group does not currently have an internal audit function but the need for cne is consicered by the Audit Committee from time
to time.

Going concern
The Directors are satisfied that the Company and the Group have adequate rescurces to continue in aperational existence for the
foreseeable future. For this reason they continue to adopt the going concern basis in preparing the Accounts.

%der of the Board

John Sutcliffe Secretary
10 September 2003
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Directors” Remuneration Report

The Directors present the Directors’ Remuneration Report for the year ended 30 June 2003,

The report has been prepared in accordance with the Directors’ Remuneration Report Regulations 2002, which introduced new requirements
for the disdosure of Directors’ remuneration in respect of financial periods ending on cr after 31 December 2002. The report also meets
the relevant requirements of the Listing Rules of the Financial Services Autharity,

As required by the Directors’ Rermuneration Report Regulations 2602, a resolution to approve the Directors’ Remuneration Report wil
ke proposed at the Company’s Annual General Meeting.

The auditors are required to report to the shareholders on the “auditable part” of the Directors' Remuneration Report and to state
whether in their opinion the “auditable part” has been properly prepared in accordance with the Companies Act 1985, The report
therefore has separate sections containing unaudited and audited information.

Unaudited information

Remuneration Commitiee

The Remuneration Comimittee consists wholly of independent Nen-executive Directors, The foilowing independent Nen-executive
Directors served as members of the Remuneration Committee during the year and in the period to 10 Septernber 2003 unfess
otherwise stated:

R A Smith (Chairman of the Remuneration Committee)
C H Lewis
J M Blackbumn {(retired 11 December 2002)

The Remuneration Committee makes recommendations ta the Board, within agreed terms of reference, concemning the Company's
framewark of Executve remuneration. The Remuneration Commitiee determines the remuneration and benefits packages of the Chairman
and Executive Directors, considers their service contracts, salaries and other benefits induding bonuses and particdpation in the Company’s
share option plans and other terms and conditions of employment induding any compensation payments on terrnination of office.

E M Ziff is invited to attend meetings where appropriate to provide advice to the Remuneration Committee. However no Executive
Directors are present when matters affecting their own remuneration are discussed by the Remuneration Cemmittee,

Remuneration policy

The Remunerztion Commitiee sets the remunearation of the Chairman and Fxecutive Directors. The remuneration of Nan-executive
Directars is determined by the Board. The remuneration policy is that the remuneration package of the Executive Directors shoutd be
sufficiently competitive to atiract, retain and motivate directors to achieve the Company's objectives. In determining the remuneration
policy the Company sims to atiract and retain directors to manage the Company successfully, without making excessive payments.

There are five main elements to the remuneration packages of the Executive Directors:
® Basic salary and benefits

Annual bonus awards

Long-term incentives

Share aptians

Pensions

Basic salary and benefits

Directors' basic salaries and benefits are reviewed annualiy. The Committee takes into account individual performance, the recommendations
of the Chief Executive, published remuneration information on comparable companies and the salary policy within the Group, in making
its recommendcaticns to the Board. Benefits include the provision of company cars, though in the case of RA Lewis and } 7 Sutcliffe a
salary alternative is paid, and permanent health and medical insurance premiums. The value of benefits, or the salary alternative, is not
pensionable. The value of each element of the salary, pension and benefits package is set out in the table and the Notes on page 24.

Annual bonus awards

The Directors and senior managers are efigible to particpate in the Group's discretionary Annual Bonus Scheme, under which a
percentage of salary is awarded based on a combination of individual and Group performance in terms of profit and the growth in
shareholder value (based on the increase in net asset value per share and dividends paid,) The annual award is made, at the discretion
of the Board on the recommendation of the Remuneration Committee, ug to a maximum of 60% of salary.
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Unaudited information {continued)

Long-term incentives

The Executive Directors’ long-term incantive awards have been achieved through an Unapproved Executive Share Opticn Scheme, which
was approved by sharehoiders in 1994 and is not subject to Infand Revenue rules. The scheme is subject to the satisfaction of spedific
performance targets. The target compares the Company's total shareholder return (measured by a combination of change in share price
and dividends paid} against that of the FTSE Real Estate index over a roiling three year peried. These unappraved options are partially
exerdsakle provided the performance exceads the median of the index, with a further partial exercise for top quartile performance and
fuil exercise for top decile performance. Executive Directors and certain employees are eligible to partidpate in the scheme. The right to
exerdse unapproved options terminates on the employee ceasing to hold office with the Group, subject to certain exceptions and the
discretion of the Board. The shares granted to the Executives are disclosed in the Directors” share option haldings on page 26.

All performance riteria to allow full exercise of the unapproved options in respect of EM Ziff and T Crawford have been met These
performance conditions were chosen because they are challenging and not only take inte account the need for long-term perfarmance
and commitment but are alsc important means of aligning the interest of employees and shareholders.

During the year the Board resolved, on the recommendation of the Remuneration Committee {which had taken account of the retums
to Executives under the Unapproved Executive Share Option Scheme), to pay spedal benuses to £ M Ziff, TJ Crawford and R A Lewis to
reflect their achievements over the previous three years which had resulted in the Company being ranked sixth cut of 68 property
companies in HSBC Property Perspectives of July 2002 in total retums over this period. The bonuses awarded are included in Note (a)
to the table of Directors’ remuneration cn page 24.

Share options

Share option schemes are seen as an effective way of aligning the long-term interests of Executive Directors with those of shareholders.

The Company cperates two types of share option scheme in respect of ordinary shares:

® ASave As You Earn (SAYE) Share Option Scheme, which is open to all eligible employees induding Executive Directors. Non-executive
Directors do not particpate. The scheme was appraved by shareholders and is subject to Infand Revenue rules. Options have been
granted to scheme mermbers at 100% of the prevailing market price. There are no performance citeria attached to the exercise of
these options. These options may be exerdsed within 2 fixed six month period, three, five or seven years from the date of grant The
right to exerdse cptions terminates if the employee ceases to be empioyed by the Group subject to certain exceptions and the
discretion of the Board; and

» An Executive Share Option Scheme, which was approved by shareholders in 1997 and is subject to Inland Revenue rules. Executive
Directors and certain emplayess are eligible to parficipate in the scheme. There are no performance criteria attached to the exerdse
of these share options which must be exerdsed between three and ten years from the date of grant The right to exercise options
terminates upon the Executive ceasing to hold office or employment with the Group subiect to certain exceptions and the discretion
of the Board.

Pensions

All Executive Directors are members of the Group’s defined contribution pension and fife assurance scheme The scheme provides
Executive Directors with a pension based on a target, depending on length of serviee, of up te two-thirds of pensionable salary on
retirerment. The scheme also provides a lump sum death in service benefit and pension for dependents of members on their death in
service or following retirement. Nomal retirement age is 60.

Service contracts
The Chairman and the Non-executive Directors do not have service contracts.

The other Executive Directors who held office at 30 June 2003 have service contracts which provide for normal retirement age at 60.
E M Ziff has a service contract that is subject to not less than two year's notice. T) Crawford, RA Lewis and JT Sutdiffe have service
contracts under which they are entitled to one year's notice. The Company can discharge any obligation in relation to the unexpired
porticn of their notice period or any notice required to be given under their service contracts by making a payment in lieu thereof subject
to the deduction of tax and natianal insurance. If the Company terminates employment withcut giving netice and or makes a payment
in lieu of any damages to which the Executive might be entitled, the payment is to be calculated in accordance with commeon law
prindples, including those relating to mitigation of loss and accelerated receipt.
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Unaudited information (continued)
Performance graph

The following graph shows the Company's Total Sharehclder Return (TSR) performance, compared with the FTSE Real Estate Index,
measured in the same way, over the five years ended 30 June 2003. The FTSE Real Estate Index has been selected because the
Company believes that the constituent companies comprising the Index are the most appropriate for this comparison as they are

affected by similar commercial and economic factors.

| TSR perfarmance: 1/7/98-30/6/03
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Audited information
Directors’ remuneration
Salaries/ Taxable Profit sharing Pension
fees/bonuses benefits scheme contributions Total
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
Notes £000 £000 £000 000 £000 £000 £000 £000 £000 £00C
Executive Chairman
| A Ziff (a) 227 205 36 20 3 Z - — 266 227
Executive Directors
E M Ziff (@) 591 346 26 20 3 2z 52 77 672 445
71 Crawford (a) 295 177 19 13 3 2 33 47 350 238
RA Lewis (a) 265 182 2 1 3 - 44 50 314 243
JT Sutdiffe (aXby 155 18 1 — - — 19 3 175 21
1,533 938 84 54 12 6 148 177 1,777 1,175
Non-executive Directors
M Blackburn {b} 14 25 - — - — —_ — 14 25
CH Lewis © 24 20 e - — — — — 24 20
R A Smith 24 20 - - - - - — 24 20
62 65 - - - - - - 62 65
1,595 1,003 84 54 12 6 148 177 1,839 1,240

Notes:

{a) Saiaries, fees and bonuses include the following amounts in respect of bonuses. Bonuses awarded in accordance with the Annual
Bonus Plan: | A Ziff £66,000 (2002: £60,000), EM Ziff £112,000 (2002; £102,000), T | Crawford £60,000 (2002; £52,000), RA Lewis
£60,000 (2002: £52,000), /T Sutdliffe £40,000 (2002: £4000). Bonuses awarded in accordance with the Long-Term Incentive Plan:
E M Ziff £205,000 (2002: £nil), T) Crawford £90,000 (2002: £nil} RA Lewis £45,000 (2002: £nib).

(b) JT Sutdiffe was appainted to the Beard on 23 May 2002. ] M Blackburn retired from the Board on 11 December 2002,

(0 Payments in respect of the services of CH Lewis as a Director indude amounts paid to Penloo Consulting Limited, a Company which

he controls.

{d) At the year end accrued pension contributions, in respect of four Directors of £100,000 (Z002: £92,000) were awaiting transfer into

the defired contribution scheme,
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Audited information (continued)
Directors’ interest in shares
The interests of the Directors in the ardinary share capital of the Company are as fellows:

30 June 1 July

2003 2002

Number Number

LA Ziff Benefical 5,838,561 5,838,561
Non-beneficial 3,541,095 35410895

As trustee 3,842,825 3775417

E M Ziff Beneficial 7102514 53884106
As trustee 6,370,716 6,370,716

Deferred Annual Bonus Plan 144,223 144423

T Crawford Benefidal 111,807 35,307
Deferred Annual Bonus Plan 73,383 73,383

RA Lewis Benefidal 46,040 31,040
Deferred Annual Borus Plan 57,789 57,789

1T Sutdliffe Benefidal 10,000 10,000
CH Lewis Benefidal 51,472 51,472
RA Smith Benefical 24,650 24,650

The EM Ziff benefidal and trustee interests induce 3,541,085 ardinary shares shown held norrbeneficially by |A Ziff, 3,842,825 ordinary
shares induded in | A Ziff's trustee inferest and 151,011 ordinary shares induded in | A Ziff's berefidal interest

| A Ziff, EM Ziff, T) Crawford, R A Lewis and J T Sutciiffe are Directors of TCS Trustees Limited, trustee of the Deferred Annual Bonus Plan.
AL 30 June 2003, TCS Trustees Limited held 285,003 ordinary shares (2002: 387,648) on behalf of all participants induding those share
awards of Exeautive Directors shown above. No shares will be issued as part of the bonuses for the year ended 30 June 2003,

In addition to the disdosures above, EM Ziff, 7J Crawford, RA Lewis and J T Sutcliffe are trustees of the trust holding ordinary shares under
the Group's approved Employee Profit Sharing Scheme. At 30 June 2003 the trustees held 97,006 ordinary shares {2002: 185,273) on
behalf of all staff participants induding Executive Directors. The trustees have na rights to vote with these shares except in accordance
with the employees instructions. The entilement of 1A Ziff, EM Ziff, and T Crawford to 3,349 ordinary shares each under the scheme is
induded in their respective beneficial interests shown above.

On 13 March 2003, R A Lewis purchased 15,000 ordinary shares at 132.0p.

Nene of the above interests changed between 30 June 2003 and 10 Septermnber 2003 with the exception of TJ Crawford who exerdised
5,000 share options on 10 July 2003, under the 1994 Unapproved Scheme at 104.0p, the market price on the date of exerdise was
147.5p aeating a gain of £2175.

Town Centre Securities PLC Annual Report and Accounts 2003 25




S s iR BRI R0

TTTET T T THEEET (T T T ITMENTT




Directors’ Remuneration Report

Audited information {continued)
Executive share option schemes

1 July 30 June Exercise Earliest Latest

2002 2003 price exercise exercise

Number Number Pence date date

EM Ziff 1994 Unapproved 430,511 380,511 1040 Nov - 00 Nov - 07
1994 Unapproved 168,408 - 1055 Jan - 01 lan - 08

1997 Approved - 22,727 1320  Sept-05  Sept-12

SAYE 28,488 28,488 64.5 Feb-06  Aug-06

T Crawford 1994 Unapproved 168,171 121,671 104.0 Nov - 00 Nov - 07
1994 Unapproved 65117 65,117 1055 Jan - 01 Jan-08

1997 Approved — 22,727 1320 Sept-05  Sept-12

SAYE 26,162 26,162 645 Feb-04  Aug-04

R A Lawis 1994 Unapproved 263,288 263,288 116.5 ui-0C4 Jul =11
1997 Approved — 22,727 1320 Sept - 05 Sept - 12

SAYE - 10,252 1385 Feb-10  Aug-10

JT Sutcliffe 1997 Approved - 22,127 1320 Sept - 05 Sept—-12
SAYE — 11,859 1385 Feb-08  Aug- 08

The performance aiteria attached to the above share option schemes are set out on page 23.

On 12 March 2003 EM Ziff exerdsed 168,408 shares under the 1994 Unapproved Scheme at 105.5p, the market price on the date of
exercse was 130.0p aeating a gain of £41,260. On 4 April 2003 EM Ziff exercised 50,000 shares under the 1994 Unapproved Scheme
at 104.0p, the market price on the date of exercise was 120.5p creating a gain of £8,250.

On 26 September 2002, TJ Crawford exercised 26,500 shares under the 1994 Unapproved Scheme at 104.0p, the market price on the
date of exercise was 1315p geating a gain of £7,287. On 12 March 2003 T) Crawford exercised 35000 shares under the 1994
Unapproved Scheme at 104.0p, the market price on the date of exerdse was 1300p creating a gain of £5,100. On 4 Aprit 2003
T Crawfard exercised 15,000 shares under the 1994 Unapproved Scheme at 104.0p, the market zrice on the date of exerdse was
120.5p ceating a gain of £2.475,

On 25 September 2002, EM Ziff, T Crawford, RA Lewis and I T Sutdiffe were each granted 22,727 ordinary shares of 25p at 132.0p
under the 1957 Approved Executive Share Cption Scheme. The earliest and latest exarcise dates are September 2005 and September
2012, respectively.

On 22 Novernber RA Lewis was granted aptions over 10,252 ardinary shares of Z5p and J T Sutdiffe 11,859 ordinary shares of 25p at 1385p
under the SAYE Share Option Scherne. The earliest and latest exercise dates are February 2010 and August 2010 and February 2008
anc August 2008, respectively.

The market price of the Company's ordinary shares at the year end was 146.5p. During the year the market price ranged between

1200p 3ad 147,5p. M
/LI -

R A Smith Chairman of the Remuneration Committee
10 September 2003
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Independent Auditors” Report

To the members of Town Centre Securities plc

We have audited the finandal statements which comprise the Consolidated Profit and Loss Account, the Balance Sheets, the
Consolidatec Cash Flow Statement, the Statement of Group Total Recognised Gains and Losses, the Note of Group Historicat Cost Profits
and Losses and the related notes. We have also audited the disdosures required by Part 3 of Schedule 7A to the Companies Act 1985
contained i the Directors’ Remuneration Report (“the auditable part”).

Respective responsibilities of Directors and auditors

The Directors’ responsibiliies for preparing the Annual Report and the finandal statements in accordance with applicable United
Kingdom law and accounting standards are set out in the statement of Directors’ responsibilities. The Directors are also responsible for
preparing the Directors’ Remuneration Report.

Our responsibifity is to audit the finandal staterments and the auditable part of the Directors’ Remuneration Report in accordance with relevant
legal and reguiatory raquirements and United Kingdom Auditing Standards issued by the Auditing Practices Beard. This repart, indluding
the opinion, has been prepared for and only for the Company's members as a body in accordance with Section 235 of the Companies Act
1985 end for ne other purpose. We do nat, in giving this epinion, accept or assume responsibility for any other purpese or to any other
person to wham this repart is shown of into whose hands it may come save where expressly agreed by our prior consent in writing.

We report to you our opinicn as to whether the finandal staternents give a true and fair view and whether the finandal statements and
the auditable part of the Directors’ Remuneration Repart have been propery prepared in accordance with the Companies Act 1985.
We also report to you if, in our opirion, the Directors’ Report is not consistent with the finandial statements, if the Company has not kept
proper accounting records, if we have not received all the information and explanations we require for our audit, or if information
spedafied by law regarding Directors’ remuneration and transactions is not disclosed.

We read the other infarmation contained in the Annual Report and consider the implications for our report if we become aware of any
apparent misstaternents or material inconsistencies with the finandal statements. The other information comprises only the Directors’
Report, the unaudited part of the Directars' Remuneration Report, the Chairman’s Statement, the Chief Executive’s Report and the
Corporate Govemance Statement.

We review whether the Corporate Governance Statement reflects the Company's compliance with the seven provisians of the Combined
Code spedified for cur review by the Listing Rules of the Finandal Services Authority, and we report if it does not. We are not required
to consider whether the Board's statements on internal control cover all risks and controls, or to form an opinion on the effectiveness
of the Company's or Group's corporate governance procedures of ifs risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with auditing standards issued by the Auditing Practices Board. An audit incudes examination,
on a test basis, of evidence relevant to the amounts and disclosures in the finandial statements and the auditable part of the Directors’
Remunerstion Report. it also indudes an assessment of the significant estimates and judgements made by the Directors in the
preparation of the finandal statements, and of whether the accounting polides are approgriate to the Company’s draumstances,
consistently applied and edequately disdosed.

We planned and performed our audit so as to obtain all the information and explanations which we considerad necessary in order to
provide us with suffident evidence to give reasonable assurance that the finandal staterments and the auditable part of the Directors’
Remuneration Report are free from material misstatement, whether caused by fraud or other irregularity or error. In forming cur epinion
we also evaluated the overall adequacy of the presentation of information in the finandial staternents.

Opinion

in our cpinion:

o The financial statements give a rue and fair view of the state of affairs of the Company and the Group at 30 June 20032 and of the
profit and cash flows of the Group for the year then ended;

# The financial staterents have been properly prepared in accordance with the Companies Act 1985; and

# Those parts of the Directors' Remuneration Report required by Part 3 of Schedule 7A to the Companies Act 1985 have been properly
prepared in accordance with the Companies Act 1985.

)

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Leeds

10 September 2003
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Consolidated Profit and Loss Account

year ended 30 June 2003

2003 2002
Notes £000 £000
Turnover 2
Turnover including share of joint venture 24,673 24024
Less share of joint venture {82) (88)
24,591 23936

Operating profit 3
Greup operating profit 19,059 19,074
Share of operating profit in joint venure 81 82
Total operating profit: Group and share of joint venture 19,140 19,156
Profit on disposa! of properties 4 854 2,833
Profit before interest 19,994 21,989
Net interest payable 6 {11,323} (10877)
Profit before taxation 8,671 1,112
Taxation 7 (2,197) {2,643}
Profit for the financial year 8 6,474 8,468
Dividends g (3,429) (3,504)
Retained profit for the year 18 3,045 4965
Earnings per ordinary share of 25p each: 10

Basic 9.8p 11.5p

Piluted 9.7p 11.5p
Underlying earnings per ordinary share of 25p each:

Basic 8.6p 81p

Diluted 85p B1p
Dividend per ordinary share of 25p each 9 5.5p 50p

All of the above results of the Group derive from continuing operations throughout the year.
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Statement of Group Total Recognised Gains and Losses

year ended 30 June 2003

2003 2002

Notes £000 £000
Prefit for the finandal year 6,474 8,469
Unrezlised surpius on the revaluation of properties 19 16,445 9,856
Share of unrealised surplus on the revaluation cf joint venture properties 19 125 -
Taxation on disposal of revalued properties 19 {373) {452}
Unrealised surplus on disposal of properties 19 216 -
Unrealised defict on the revaluation of other investments 19 (6) {16)
Total recognised gains relating to the year 22,881 17,897
Prior year adjustrment - {4,688)
Total recognised gains and losses since last financial statements 22,881 13,209
Note of Group Historical Cost Profits and Losses
year ended 30 June 2003

2003 2002

Notes £000 £000
Profit before taxation 8,671 11,112
Realisation of investment property revaluation gains 19 4,046 3425
Realisation of gain on disposal of investrments 19 44 -
Historical cost profit before taxation 12,761 14537
Historical cost retained profit 7,135 8390
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Consolidated Balance Sheet

as at 30 June 2003
2003 2002
Notes £000 £000 £000 £000
Fixed assets
Tangble assets 11 324,729 315,474
invesiments 12 738 711
325467 316,185
investment in joint venture 12
Share of gross assets 1,094 1,033
Share of gross ligbilities (44) (51)
1,050 982
Current assets
Debtors 13 2,975 2,929
2,975 2,929

Creditors (due within one year)
Bank cverdraft (secured) (3,619) (5,592}
Loan capital (secured) 14 (8,500) (2,001}
Other creditors 15 {14,194) (16,998)

(26,313) (24,591)
Net current liabilities (23,238) (21,662)
Taotal assets less current liabilities 303,179 295505
Creditors (amounts due after more than one year)
Loan capital {secured} 14 (125,812) (129,363)
Provisions for liabilities and charges 16 {6,961) {5,155)
Net assets 170,406 160,587
Capital and reserves — equity interests
Called up equity share capital 18 15,765 17512
Share premium account 19 469 207
Capital redemption reserve 19 15,327 13,452
Spedal reserve 19 3,151 3151
Property revaluation reserve 19 103,221 9C,697
Other reserve 14 335 385
Profit and less account 19 32,138 35543
Equity shareholders’ funds 20 170,406 160,987

Ry
. DA A

| A Ziff v \
Approved by the Board ‘-\
10 September 2003
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Company Balance Sheet

as at 30 June 2003

2003 2002
Notes £000 £000 £000 £000
Fixed assets
Tangible assets 11 61,789 70,834
Investments 12 208,788 196,641
270,577 267475
Current assets
Cash at bank and in hand - 2362
Debtors 13 83,820 72568
83,820 74,930
Creditors {due within one year)
Bank overdraft (secured) (1.239) -
Loan capital (secured) 14 (8,500) —
Other aeditors 15 (46,572) (50,264)
(56,311} (50,264
Net current assets 27,509 24666
Total assets less current liabilities 298,086 282,141
Creditors (amounts due after more than one year)
Loan capital (secured) 14 (125,812) (129,363)
Provisions for liabilities and charges 16 (1,868) (1,791}
Net assets 170,406 160,987
Capital and reserves — equity interests
Calted up equity share capital 18 15,765 17512
Share prernium account 19 469 207
Capital redemption reserve 19 15,327 13,492
Special reserva 19 3,151 3,151
Property revaluation reserve 19 9,187 9,240
Other reserve 14 50,391 38,318
Profit and loss account 19 76,116 79,067
Equity shareholders’ funds 20 170,406 160,987
azif YV C/
Approved by the Boar
10 Septermnber 2003
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Consolidated Cash Flow Statement

year ended 30 June 2003

2003 2002

£000 £0C0 £000 £000
Net cash inflow from operating activities (Note 21) 17,394 19,112
Dividends received from joint venture 125 150
Returns on investments and servicing of finance
Net interest paid (11,330) (11,033)
Taxation (1,836) (1,028)
Capital expenditure and financial investment
Purchase of investment properties (5,927) {39,510}
Expenditure on development properties (237) (2,713)
Purchase of other tangible assets 277 {119
Proceeds from sale of properties 14,555 27,264
Proceads from sale of listed investments - 27
Proceeds from sale of other tangible assets 26 &
Purchase of investments (175) —
Proceeds from sale of own shares held in trust 142 —
Purchase of own shares held in trust - (360)
Net cash inflow/{outflow) from capital expenditure and financial investment 8,107 (15,405)
Equity dividends paid (3,453) (3,587
Net cash inflow/{outflow} before financing 9,007 {11,791
Financing
Shares issued on take up of options 350 208
Repurchase of share capital {10,383) (6,906)
Loan repayments {2,001) {4,500)
New lozns 5,000 20,500
Net cash (outflow)/inflow from financing (7.034) 9,302
Increase/(decrease} in cash 1,973 {2.489)

The Group statement of cash flows should be read in conjunciion with Note 21 1o the Accounts.
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Notes to the Accounts

1. Accounting policies
The Accounts are prepared under the historical cost convention as modified by the revaluation of properties and fixed asset investments

and in accordance with applicable accounting standards.

The principal accounting policies are as follows:

a. Basis of consolidation

The consolidated accounts incorporate the Accounts of the Company and each of its subsidiary undertakings for the year ended
30 June 2G03. Results of subsidiary undertakings acquired or disposed of during the year are conselidated under the acquisition method
from or to the date on which control passes.

b. Goodwill
Goodwill arising on acquisitions prior to 30 June 1998 was set off directly against reserves in the year of acquisition. This is in line with
the refevant accounting standard on goodwill, FRS 10. This goodwill will remain in reserves untit sudh time as it becomes impaired or
the business or businesses to which it relates are disposed of, at which time it will be taken to the Profit and Loss Account. Goodwill
arising on subsequent acquisitions is capitalised and amortised on a straight line basis aver its useful economic life, up to a maximum
of 20 years.

¢. Properties

Investment properties are revalued annually and included in the Accounts at cpen market values. They are held for fong-term capital
and income growth. Revaluation gains are taken to the Group's revaluation reserve. Temporary revaluation losses are charged to the
revaluation reserve, while a permanent defidt on an investment property is charged to the Profit and Loss Account.

Cevelopment properties and trading properties are stated at cost or at Directors’ previous valuation. Develapment properties are sites
undergoing major development. Trading properties are purchased with the intention of being disposed of in the same finandal year.

Interest incurred on development property additions is only capitalised on materially large new build developments with separately
identifiable financing arrangerments.

d. Profit on disposal of development properties
The profit on dispesal of development properties is calculated after attributing direct costs. Partial disposal of development properties is
calculated after attributing a proportion of ather total costs.

e. Depreciation and amortisation

in accordance with SSAP 19, ne deprediation or amartisation is provided in respect of freehsld ard fong leasehold investment properties,
induding fixed plant, which is induded in properties. The requiremert of the Companies Act 1985 is to deprediate all properties, but that
requirement conflicts with the generally accepted accounting principle set out in SSAP 19. The Directors consider that this accounting
policy is necessary for the Accounts to give a true and fair view. Depredation or amortisation is only one of the factors reflected in the
accounts’ valuation and the amount attributable to this factor cannot be separately identified or quantified. if this departure from the Act
had not been made, the profit for the finandal year would have been reduced by deprediation,

Short leasehold properties are amortised over the period of the lease.

Other tangible assets are depredated at rates appropriate to write off individual assets aver their estimated useful lives of between three
and ten years.

f. Investments

Except as stated below, investments held as fixed assets are stated at cost less provisien for any permanent diminution in value.
Listed investments and own shares held as fixed assets are induded in the Accounts at market value. Revaluation gains and losses arising
from this method of valuation are credlited or charged to the Group's other reserve. Investments in subsidiary undertakings are stated
in the Balance Sheet of the Company at valuation. All subsidiaries are valued by the Directors on an annual basis, such that investments
are induded at the Company's share of net tangible assets. This method of valuation is used by the Directers to give a better indication
of the value to the Company of its subsidiary undertakings. Revaluation gains or losses arising from this method of valuation are credited
ar charged to the Company's other reserve.
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Notes to the Accounts

1. Accounting policies {continued)

g. Joint ventures

A joint venture is defined as an undertaking other than a subsidiary or asscciated undertaking, in which the Group has a significant
influence and is jointly contralied by the joint ventures. Joint ventures are accounted for in the Censolidated Accaunts using the gross
equity methed. The Consolidated Profit and Loss Account includes the Group's share of the pre-tax prefits and attributable taxation and
the Consolidated Balance Sheet incdudes the Groug’s share of the net assets,

h. Pensions
The Group operates a defined contribution pension scheme for all eligible Directors and employess. Pension costs are charged to the
Profit and Loss Account in the period to which they relate.

i. Deferred taxation

Deferred tax is provided in fuli on timing differences that result in an obligation at the Balance Sheet date to pay more tax, or a right to
nay less tax, at & future date at rates expected to apply when they aystallise, based on current tax rates and law. Deferred tax is not
arovided on timing differences arising from the revaluation of fixed assets when there is no commitment to sell the asset at the year
end. Deferred tax assets are recognised to the extent that it is regarded a5 more likely than not that they will be recovered. Deferrad tax
assets and fiabilities are not discounted.

j- Interest rate swaps

Interest rate swaps are used for hedging purposes te alter the risk profile of the existing underlying exposure of the Group. This is in
line with the Group's risk management pelices. Amounts payable or receivable in respect of interest rate swaps are recognised as
adjustments to interest expense over the period of the swap contracts,

k. Turnover

Tumover, which excludes value added tax, represents the inveiced value of rent and other services supplied to customers outside the
Group. Rental income is accounted for as it falls due in accordance with the lease to which it relates. Any lease incentives are spread
across the initial period of the lease so as to recognise income evenly up to the date of the first rent review.

2. Segmental analysis
The Group operates in one business segment; property investment, tading and development, wholly in the United Kingdom.

3. Operating profit

2003 2002
£000 £000
Operating profit is arrived at after charging/{crediting):
Depredation 144 87
Loss on disposal of investments - 30
Prefit on dispasal of other tangible fixed assets (24) (6)
Auditors’ remuneration:
~ audit (Company: £16,000 {2002: £16,000)) 37 30
- nen-audit
— tax compliance 47 23
— tax advisory 29 B5
— other fees 13 2
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Notes to the Accounts

4. Exceptional profits

2003 2002
£000 £000
Profit on disposal of properties 854 2,833

Profit on disposal of properties is caiculated as the difference between the previous valuation and proceeds, net of costs of disposal.
The tax charge on the excepticnal prefit ameunts to £220,000 (2002: £849,000}.

5. Employees
2003 2002
£000 £000
Salaries, wages and bonuses (induding Cirectors’ emoluments) 2,59 1,959
Social security costs 273 177
Other pensicn costs 193 53
Employeas’ profit share scheme 25 45
3,082 2234

The aggregate remuneration: of the Directors of the Company for the year was £1,839,000 (2002 £1,240,000). Further details of
Directors’ remuneration and thair share options including those of the highest paid Director, E M Ziff, are included on pages 24 to 26 of
the Directors’ Rermuneration Repart.

The average monthly number of employees during the yesr was 72 (2002: 75). The Group cperates a pension arrangernent for the
benefit of all eligible Directars and employees, which is in the nature of a defined contribution scheme. The assets of the scheme are
held separately from those of the Company in independently administered funds.

The above costs indude wages recovered from tenants through service charges of £438,000 {2002: £444,000),

6. Net interest payable

2003 2002

£000 £000

Interest on and amoertisation of debenture loan stock 8,875 8879
Interest on other loans 89 214
Interest cn bank loans and cverdrafts 2,423 1,793
Share of jeint venture interest receivable (3) )
Other interest receivable (an &4
11,323 10,877

Interest payable on loans repayable after five years, induded in the abcove, amounts to £8,875,000 {2002: £8.879,000).
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Notes to the Accounts

7. Taxation
2003 2002
£000 £000
Based on the Group profit at 30% (2002: 30%)
Corperation fax:
Group 1,404 2677
loint venture 16 17
1,420 2694
Deferred tax 927 ABT
2,347 3,161
Prior year:
Corporafion tax (1,029) {518)
Deferred tax 879 —
(150} {518)
2,197 2643

The Greup allocates the tax charge arising on the sale of invesiment properties between the gain previously recognised in the

revaluation reserve and the further gain or loss arising on the sale in the Profit and Loss Account.

The Directors estimate that a tax liability of £9.7m would arise in the Group (2002: £8.0m), Company £20m (2002: £25m), if the revalued
assets were disposed of at the amount stated in the Accounts. The aggregate curent corporation tax charge is £391,000
(2002: £2,176,000) and is therefore lower than the standard rate of corporation taxin the UK (30%6). The differences are explained as follows:

2003 2002

£000 £000
Profit on ordinary activities before tax 8,671 11,112
Profit on ordinary activities multiplied by the standard rate in the UK 309 (2002: 309) 2,601 3334
Effects of:
Adjustments to tax charge in respect of prior periods {1.029) {518)
Permanent differences (140} 48
Accelerated capital allowances (927) (522)
Short-term timing differences - 55
Non-qualifying profit plus chargeable gains arising on disposal (114) (221)
Current tax charge for the period 391 2176

8. Profit for the financial year

Town Cente Securities PLC has not presented its own Profit and Loss Account as permitted by Section 230 of the Companies Act 1985.
The amount of the consolidated grofit for the financial year dealt with in the Accounts of the parent undertaking is £8,637,000

(2002 £6,239,000).

36 Town Centre Securities PLC Annual Report and Accounts 2003




s o the A

Note

e
o
}

Ounts

9. Dividends
2003 2002
£000 £000
Interim paid 1.65p per share {2002; 1.5p) 1,046 1,052
Final proposed 3.85p per share (2002: 3.5p) 2,428 2452
Over provision for prior year dividend {45) -
3,429 3,504
10. Earnings per share (EPS)
2003 2002
Weighted Weighted
average average
number of Earnings number of Earnings
Earnings shares per share Eamnings shares per share
£000 ‘000 Pence £000 ‘000 Pence
Basic EPS
Eamings and earnings per share 6474 66,329 9.8 8469 73,446 1.5
Effect of dilutive securities
Options - 297 {0.1) - 382 -
Diluted EPS 6,474 66,626 9.7 8,469 73,828 11.5
Basic EPS 6,474 66,329 9.8 8469 73,446 115
Exceptional profit on disposal of properties (after tax}  {634) - {1.0) {1,984) — (2.7)
Prior year tax adjustment {150) - (0.2) (518 - {07
Underlying EPS 5.690 66,329 8.6 5,967 73,446 8.1
Diluted EPS 6,474 66,626 9.7 8,469 73,828 1.5
Exceptional profit on disposal of properties (after tax)  (634) - (1.0} (1.984) - 2.7
Prior year tax adjustment {(150) - {0.2} {518} - {0.7}
Diluted underlying EPS 5,690 66,626 85 5967 73,828 8.1

Underlying earnings and earnings per share have been disclosed in order that the effects of exceptional profits and prior year taxation

on reported earnings can be fully appreciated.
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Notes to the Accounts

11. Tangible fixed assets
Investment properties at valuation

Company Group
Long Short Long
Freehold leasehold leasehold Freehold leasehold
£00C £000 £000 £000C £000
Valuation at 1 July 2002 50,659 4970 3,393 285,247 17612
Additions 7.804 — — 16,8C4 73
Disposals (10,530} {1,410) - {23,025} {1,410)
Transfers to Group companies (7,035} - — - -
Increase in value on revaluation 2,099 168 — 15,635 810
Amortisation — — {484) e —
Valuation at 30 June 2003 42,997 3,728 2,909 294,661 17,085
Total valuation at 30 June 2003 49,634 211,746

The above freehold and long leasehold investment properties have been revalued as at 30 June 2003 on the basis of open market
value by Jones Lang LaSalle (£305,605,000) in accordance with the RICS Appraisal and Investment Manual. Certain other freehold

properties have been valued at £6,141,000 by the Directors (2002: £30,000).

Development properties

Company Group

freehold freehold

£000 £000

Cost/previous valuation at 1 fuly 2002 11,485 12,288

Additions 212 237

Cost/previous valuation at 30 June 2003 11,697 12,525
Fixtures, equipment and motor vehicles

Company Group

Cost  Depreciation Cost  Depredation

£000 £000 £000 £000

At 1 July 2002 1,217 830 1,217 890

Additions 277 - 277 —

Disposals (118} (116) (118 {116)

Depreciation charge for the year - 144 — 144

At 30 June 2003 1,376 918 1,376 918

Net book value at 30 fune 2003 458 458

Total tangible fixed assets 61,789 324,729

The historical cost of tangibie assets amount to: Group £222.5m (2002: £225.7m); Company £53.5m (2002; £62.5m). The depredated
historical cost of tangible assets amounted to: Group £221.6m (2002: £224.8m); Company £52.6m (2002: £61.6m).
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Notes to the Accounts

11. Tangible fixed assets {continued)
Capital commitments

2003 2002
Company Group Company Group

£000 £000 £000 £000
Expenditure contracted not provided 252 252 - 820
12. Fixed asset investments

Shares in/
loans to Own
subsidiary Joint Listed shares
undertakings ventures investments held Total
£000 £000 £000 £000 £000

Company
At 1 July 2002 166,061 1 42 537 185,641
Additions A1 — 175 — 216
Disposals - - — {142) (142)
Increase on revatuation 10,994 1,049 7 23 12,073
At 30 June 2003 207,096 1,050 224 418 208,788
Historic cost
At 1 July 2002 169,203 1 31 497 169,727
At 30 June 2003 169,244 1 206 350 169,801
Group
At 1 July 2002 — 982 174 537 1,693
Share of net assets for the year - 68 — - 68
Additions — — 174 — 174
Disposals — - - {(142) (142)
Cividend received - {125) - - (125)
Increase/{decrease) on revaluation — 125 (28) 23 120
At 30 June 2003 e 1,050 320 418 1,788
Historic cost
At 1 July 2002 — 1 53 497 546
At 30 June 2003 - 1 227 350 578

Details of subsidiary undertakings and joint ventures are pravided in Note 22,

Own shares held represents the market value of shares held by TCS Trustees Limited. This Company holds shares for future distribution
to employzes in respect of the Deferred Annual Bonus Pian, in accordance with the rules of that scheme and long service awards.
The number of shares held at 30 June 2003 was 285,003 (2002: 387,648).

The Company has funded the acquisition of the shares by way of a lcan to TCS Trustees Limited. Interest is charged at the rate of
3% per annum and is repaid out of dividend income. All costs relating to the schemes are dealt with in the Profit and Loss Account as

they accrue.
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Notes to the Accounts

13. Debtors
2003 2002
Company Group Company Group
£000 £000 £000 £000
Trade debtors and prepayments 547 2,975 484 25829
Amounts owed by subsidiary undertakings 77,779 - 69,182 -
Corporation tax 5494 - 2,902 -
83,820 2,975 72,568 2929
14. Loan capital (secured}
Maturity 2003 2002
Group and Company date £000 £000
Parent undertaking
1012 % First Mortgage Debenture Stock 2021 87,312 87363
gank loans 2003 - 18,000
2004 8,500 8,000
2005 18,500 16,000
2008 20,000 -
134,312 129,363
Subsidiary undertakings
Loan notes - 2,001
134,312 121,364
Less amounts repayable within one year (parent undertaking: £8.5m (2002; £nil}) (8,500) (2,00%)
125,812 129,363

The debenture mortgages and bank loans are secured by fixed charges on properties, valued at £250.7m (2002: £260.3m} owned by

the Company and its subsidiary undertakings.

15. Other creditors

2003 2002
Company Group Company Group
£000 £000 £000 £000
Trade geditors and acauals 5,584 8,657 5,359 10,380
Other taxation and sadial security 105 114 82 82
Proposed dividend 2,428 2,428 2452 2452
Amounts owed to subsidiary undertakings 38,455 - 42,371 -
Corporation tax - 2,995 - 4,084
46,572 14,194 50,264 16,998

440 Town Centre Securities PLC Annual Report and Accounts 2003




MNotes to the Accounts

16. Provisions for liabilities and charges

2003 2002
£000 £0C0
Company
Tax effect of timing differences:
Accelerated capital allowances 1,809 1,842
Short-term timing cifferences {41) (51)
Total deferred tax liability 1,868 1,791
1 July 2002 1,791 1,743
Deferred tax charge in the Profit and Loss Account 77 48
At 30 June 2003 1,868 1,791
Group
Tax effect of timing differences:
Accelerated capital allowances 7.002 5210
Short-term timing differences {41) (55)
Total deferred tax liability 6,961 5155
1 july 2002 5,155 4688
Deferred tax charge in the Profit and Loss Account (Note 7) 1,806 467
At 30 June 2003 6,961 5155

Factors that may affect future tax charges
No provision has been made for deferred tax on gains recognised on the revaluation of properties to market value as there is no
commitrment to sell at the year end.
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Motes fo the Accounts

17. Financial instruments

The Group finances its operations through a combination of retained cash flows, debentures and bank borrowings. Pracedures are in
place to maonitor interest rate risk as considered appropriate by management. The Group has taken advantage of the exemption that

short-term debtors and creditors be exduded from the following disciosures,

Ali finandial lizbilities are denominated in sterling.

Liquidity risk
The maturity profile of the Group's financial liabllities is set out below:
As at As at
30 June 2003 30 June 2002
Bank Debenture Bank Debenture
borrowings stock Totat borrowings stock Total
£000 £000 £000 £000 £000 £000
In one year or less or on demand 12,119 - 12,119 7593 - 7593
In more than one year but not more
than two years 18,500 - 18,500 26,000 - 26,000
It more than two years but not more
than five years 20,000 - 20,000 16,000 - 16,900
In more than five years - 85,000 85,000 - 85,000 85,000
50,619 B5,000 135,619 49,583 85,000 134593
Debenture issue premium allocated
to future periods - 2,312 2,312 - 2,363 2,363
Gross financial liabilities 50,619 87.312 137,931 49,593 87,363 136,956
The debenture issue premium allocated to future periads is net of issue costs.
The Group has undrawn floating rate bank borrowing fadilities as set out below:
2003 2002
£000 £000
Expiring in one year or less 15,381 9,408
Expiring in more than one year 9,000 7,760
24,381 17,108

The faciliies expiring in one year or less are averdraft fadilities subject to annual review and the Yorkshire Bank term loan. Other fadilities

are available to provide funding for future investments.
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Notes to the Accounts

17. Financial instruments {continued)
Interest rate risk
The interest rate risk of the Group’s finandal liabilities is as foliows:

As at As at
30 June 2003 30 June 2002
Weighted Weighted Weighted Weighted
Nominal average average Nominal average average
value rate period value rate period
£000 Y% Years £000 % Years
Debenture stock 85,000 10.5 17.70 85,600 1050 1870
Bank fixed rate liahilities - - - 14000 704 083
85,000 105 17.70 99,000 10.01 16.23
Bank floating rate liabilities 50,619 35,583
135,619 134593
Floating rate financial iabilities bear interest at rates based on LIBOR plus 0.75%.
Fair values
The fair values of the Group's financial liabilities are set out below:
As at As at

30 June 2003

30 June 2002

Book Fair Book Fair
value value value value
£000 £000 £000 £000
Debenture stock 87,312 109,650 87,363 107,844
Bank borrowings 50,619 50,619 49,593 49,593
Interest rate swap (notional value £14,000,600) - - - 205
137,931 160,269 136,956 157,642

The fair values are determined by prices available from the market on whidh the finandal fiability is traded,

Bank barrowings approximate fair value due to the relatively short maturity of the instruments.
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Notes to the Accounts

18. Called up equity share capital
Authorised
164,879,000 (2002: 164,879,000 ordinary shares of 25p each.

tssued and fully paid

Numper Nominal
of shares value
000 £000
At 1 July 2002 70,051 17512
Buy-back of own shares (7,341} {1,835)
Issued on take-up of options 352 88
At 30 June 2003 63,062 15,765
During the year the Company purchased 7,341,241 ordinary shares in the market for cancellation,
Percentage
of current
Nurnber Nominal Price per Total issued share
of shares value share  consideration capital
Date of purchase 0co £000 Pence £000 Y
1 Octeber 2002 63 16 137 88 0.1
2 October 2002 118 29 140 166 0.2
8 QOctober 2002 600 150 147.5 894 1.0
15 October 2002 333 83 142 478 G5
G December 2002 1479 370 141 2,106 23
19 December 2002 1,500 375 142 2,151 24
& January 2003 425 106 145 622 07
7 lanuary 2003 1,250 312 145 1,831 20
13 March 20C3 150 38 130 197 0.2
19 March 2003 150 38 127 192 02
25 March 2003 110 27 124 137 02
26 March 2003 438 110 125 553 07
8 April 2003 400 100 1225 495 06
18 June 2003 325 81 144 473 05
7341 1,835 10,383 11.6

The exerdse of all options outstanding at 30 June 2003 would result in the issue of a further 1,168,825 ordinary shares, analysed

as follows:
Options
outstanding at
30 June Exerdse
2003 Exercise price
Number dates Pence
1994 Executive share option scheme 830587 Nov 00 - Jan 08 1040 and 1055
1997 Executive share option scheme 215560 Apr C1 - Sept 12 665 -1320
SAYE schemas 1995-2002 122,678 il C1 - Aug 10 645 - 1385
1,168,825
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19. Reserves
Share Capitat
premiur redemption Spedial
account reserve reserve
£000 £000 £000
Company and Group
At 1 July 2002 207 13,492 3151
Avising o issue of shares 262 - -
Arising on purchase and canceliation of own shares — 1,835 -
At 30 June 2003 469 15,327 3,151
Property
revaluation Cther Profit and
reserve reserve loss account
£000 £000 £000
Company
At 1 July 2002 g,240 38318 79,067
Retained profit for the year - - 5208
increase in value on revaluation of properties 2,267 — —
Avising on disposal of investment properties {2,320 - 2320
Unrealised surplus on dispcsal of investment properties - - 110
Taxation on disposal of revalued properties - - (206)
Revaluation of investments in subsidiary undertakings - 12,043 -
Arising on purchase and cancellation of own shares — - (10,383)
Increase in market value of fixed asset investrments - 7 —
Increase on revaluation of own shares held - 23 -
At 30 June 2003 9,187 50,391 76,116
Property
revaluation Cther Prefit and
reserve reserve loss account
£000 £000 £000
Group
At 1 Jly 2002 90,697 385 35543
Retained profit for the year - - 3,045
Increase in value on revaluation of properties 16,445 - -
Increase in value on revaluation of joint venture groperties 125 - -
Arising on dispasai of investrnent proparties (4,046) - 4046
Avrising on disposal of investmenis - (44 A4
Unrealised surplus on dispesal of investment properties — - 216
Texation on disposal of revalued properties - - {373)
Avising on purchase and cancellation of own shares -~ - {10,383)
Decrease in market value of fixed asset investments ~ {29) —
increase on revaluation of own shares held -~ 23 -
At 30 June 2003 103,221 335 32,138
The other reserve represents revaluation surpluses on investments.
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20. Reconciliation of movements in equity shareholders’ funds

Company Group
000 £0C0
Profit for the finandial year 8,637 6474
Dividends (3429 (3,429
5,208 3,045
Arising on purchase and cancellation of own shares {10,383} {10,383)
New share capital subscribed 350 350
Surplus on property revaluation 2,267 16,570
Revaluation of investments in subsidiary undertakings 12,043 —
Unrealised surpius on disposal of investment properties 110 218
Taxation on disposal of revalued properties (206} (373)
Surplus/(deficit} on revaluation of fixed asset investments 7 (29)
Surplus on revaluation of own shares held 23 23
Net increase in shareholders’ funds 9,419 9,419
Opening equity shareholders’ funds 160,987 160,987
Closing equity shareholders’ funds 170,406 170,406
21. Notes to the Consolidated Cash Flow Statement
a. Reconciliation of operating profit to net cash inflow from operating activities
2003 2002
£000 000
Operating profit 19,059 19,074
Depreciation 144 87
Prefit on sale of fixed assets (24) ®
Loss on sale of investments - 30
Decrease in trading properties - 471
{Increase)decrease in debtors (46) 885
Decrease in creditors {1,739) {1529}
Net cash inflow from operating activities 17,394 19,112
b. Analysis of changes in net dept
As at Other As at
1 July Cash non-cash 30 June
2002 flow movements 2003
£000 £000 £000 £0G0
Bank overdraft {5,592) 1,973 — (3,619)
Loan capital due within one year (2,001 2,001 (8,500} (8,500)
Loan capital due after more than one year {129,363 {5,000} 8,551 (125,812)
Net debt (136,956) (1,026) 51 {137,931)

The other nen-cash movement represents the amortisation of debenture issue premium of £51,000 and the transfer of lcans between
due after and within one year.
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21. Notes to the Consolidated Cash Flow Statement (continued)
¢. Reconciliation of net cash flow to movement in net debt

2003 2002

£00D £000
Cecease/{increase) in bank averdraft 1,973 (2,489)
Net increase in lcan capital (2,999) (16,000)
Other non-cash movements 51 46
Change in net debt {975) (18,443}
Opening net debt {136,956) {118513)
Closing net debt {(137,931) (136,9556)

d. Major non-cash transactions
Part of the consideration far the purchase of The Eagle Building, Glasgow, comprised a property swap to the value of £10.9m.

22, Additional information — subsidiaries
The Company’s wholly owned active subsidiary undertakings at 30 June 2003, registered in England and operating in the United
Kingdorm, are as follows;

TCS (Bothwelt Street) Limited Property investment
TCS Freehald lnvestments Limited Property investment
TCS {Greenhithe) Limited Property investrment
TCS {Greenock) Limited Property investment
TCS (Isleworth) Limited Property investment
TCS Heldings Limited Property investrment
TCS teasehold Investments Limited Property investment
TCS (Ml Hilly Limited Property investment
TCS Preperties Limited Property investment
TCS {Residential} Limited Property investment
TCS Trustees timited Trustee for employee share option plan
TCS (Vassally Limited Management company
TCCP PLC Management company

The Company's joint venture which is also registered in England and operates in the United Kingdom:

Portion of ordinary shares held

Buckley Properties (Leeds) Limited Property investment 50%

The joint venture's year end was 31 March 2003, The results of the joint venture have been consclidated in the Group based on the
finanaat statements at 31 March 2003, adjusted for the receipt of a dividend in June 2003,

The Group has taken advantage of the exempition available under FRS 8 “Related Party Disdlosuras” from disdosing transactions between
related parties within the Group.
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Valuer’s Report

The Directors

Town Centre Securities PLC
Town Centre House

The Merrion Centre

Leeds

LS2 8Ly

Dear Sirs
4 Septernber 2003

Town Centre Securities PLC - Property Portfolio Valuation — 30 june 2003

In accordance with your wiitten instructions we have inspected and valued the various freehold and leasehold properties held by Town
Centre Securities PLC and its various subsidiary companies, for accounts purpeses as at 20 June 2003.

The valugions have been prepared in accordance with the Practice Statements contained within the Royal Institution of Chartered
Surveyors Appraisal and Valuation Standards, in our capacity as external valuers, on the basis of Market Value, No allowances have been
made far expenses of realisation cr for taxation that might arise in the event of a disposal deemed or otherwise. All rental and capital
values stated are exclusive of VAT. The properties have been considered free and clear of any charges which may be secured thereon
and we have assumed good and marketable title in each property. The interests have been valued subject to and with the benefit of
any lettings which have been disclosed.

Having regard to the foregeoing we are of the opinion that the aggregate Open Market Vaiue of the interests owned by the Group as at
30 June 2003 subject to and with the benefit of the tenandies currently subsisting were as follows:

Leasehold £17,085,600
Freehold £288520,000
Total £305,605,000

In accordance with our standard practice we cenfirm that our valuations have been prepared for Town Centre Securities PLC and for
the purpose to which this certificate refers. No responsibility is accepted o any third party in respect of the information or advice
contained therein, except in drcumstances where our prior written approval has been granted,

Yours faithfully

Alistair Russe]l FRICS European Director
For and on behalf of Jones Lang LaSalle Limited
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Town Centre Securities and the Community

We have for many years supported a number of charities and currently we have
decided to support four particular causes. We understand that many charitable
causes are short of funding but sadly we are unable to support all the requests we
receive for help. For the time being the charities which will receive our attention
and efforts are: The Leeds Jewish Welfare Board, the NSPCC, Lionheart and the
Variety Club of Great Britain.

The Leeds Jewish Welfare Board is a voluntary organisation providing a
comprehensive range of social, residential and day care services to the Jewish
community of Leeds and the surrounding areas. We continue to support the
redevelopment of the Queenshill Day Centre in North Leeds which is used by old
people as a traditional day centre and as a learning centre for those people within
the Welfare Board’s care who suffer with severe disabilities.

The NSPCC aims to end cruelty to children within a generation. The NSPCC FULL
STOP campaign is a major step towards creating the will to prevent child abuse
through campaigning and fundraising for new services. We at Town Centre
Securities support the fight against child abuse and are aiming to continue to
support this excellent effort to help and protect children in West Yorkshire,

Lionheart helps members of the RICS and their dependents through a variety of
confidential services. Financial help by grant or loan to those suffering hardship
can be provided together with confidential advice. Each year Lionheart helps
more than 2,500 people through a network of 260 members who volunteer their
time to serve as stewards visiting those in need.

The primary mission of the Variety Club of Great Britain is to ratse money
for disabled and disadvantaged children. The money goes towards buying
Sunshine coaches, electric wheelchairs, specially adapted computers and to
support other projects which improve the quality of life for some of the country’s
unluckiest youngsters.
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Town Centre Securities PLC
Town Centre House

The Merrion Centre

Leeds LS2 8LY

Telephone: 0113 222 1234
Facsimile: 0113 242 1026
Email: info@tcs-ple.co.uk
Website:  www.tes-ple.com




